
Universal Service Administrative Company USAC 

rliis letter is in rcsponse to the April  2001 FCC Form 499-A filings that were submitted 
for .Ainerican Cyhcr Corp (Filer499 ID 819152), Inmark, l i ic (Filer499 ID 814681), 
Lolcl. l i i c  (Filer499 ID 81'9390), Piotel  Advantage, l i i c  (Filer 499 ID 809l81), and 
C'olcmati Enterprises, Inc Thcsc filings reportcd zero revenue for all of these coiiipanies 
loi tlie period ofJanuary - December 2000 

A~taclicd to each 4'99-A filing (or the abovc nientioned coiiipaiiies was an addendum that 
sta~ed Q A l .  I i ic .  was requii.ed to f i le the 490-A liliiigs for these companies and pay all 
u~iivcrs~~l service charyes rclatcd lo  these filings This is iiot true according to FCC 
Rules Please scc pagcs 4-7 o l t l i e  Instructions to the 'l'elecommunications Reporting 
Workslicct (attached) Each lcgal ciitity IS rcquircd to file their own 499-A filiny 
reporting their own revciiiic QAl may have provided a scrvtcc to thcsc companies in the 
past. h u t  Ihcy arc tint ohligated to f i le  499 filings Tor any ortlieir resellers 

In (tie xldciidum, i t  is pointed out the QAI has agreed to filc 409 filings on behalfof 
thcsc coinpaiiies, as proven in  h e i r  Atiyst 21, 2000 letter This letter states that QAT 
w I I  he filing the Septembcr I ,  2000 FCC Form 499-S on lheirbehalr There is no 
incntion o r a n y  ruiure liliii~!~, ollier than the September I .  200 499-S. Therefore. all of 
tllc above iiienttoned coml,anies are required to suhmtt the April 1. 2001 FCC Fom 499- 
A oii tlicir own behalf 

Not all companies arc required to contribulc dircctly lo [he Universal Service Fund The 
following excerpts from i h e  l;CC's Form 409 Instructions on pages 5-7, will help to 
cxplaii i  what conipanies are exempt from conlributing i o  t l ie  Universal Scrvtce Fund 

~ ~ i l l l ~ ~ ~ i : ~ ~ l /  ,(('I I:l('c' c ' l i  < ' p i l o i l  /,>I- dc, i l l l i l i i l l l ~  / i ' / i ~ l ~ l ~ l l l l l l l ~ i l l ~  1 1 ~ 1 0 1 1 ~  ~ J i Y l l ~ l ~ i e ' l ~ \  
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ic,lvr I ~ I I I I J I I I I I I [ ~ I ~ I I I I I \  pi 01  i i iw  \ 111 i i o i  I c,qiiire(I io  u i i i i i - i h i i i c ,  i o  i l i<, i l i i i l  c,r\c/l Y L ' I ~  ~ i ' c ,  o i p I 1 ( i l ~ ~  
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Pagc 3 
September 12, 2001 

I f  you iieecl hclp complc(i l ig the 499A, please contact the Form 499 hclp l ine at  973-560- 
4460 or throu@ e-mail at  kotn1499~11~1,cc~ O I ~  

I trust th i s  rnformatioii provides yoti wilh the background necessary to resolve your 
qucstionsicoiicems Please contact the Form 4Y9 help I lne at Y73-560-4460 w i th  any 
furthei questions 

I'hanl, you 

cc Bill UaL Is  (PWC) 
L.isii IH ai-kr 





EXHIBIT C 

QAI Contract with Petitioner 
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I N D E P E N D E ~  W R K E m G  ACREEMEM 

Thls Independent Mark- Agreement ("Agreement') is made as of September&, 
1998 (the "Effective Date"), by and between QAI. Inc., a Minnesota corpodon TQAI") and 
Lotel, Inc., a Mimesom corporation ("MnrWr''). 

A. 

B. 

QAI designs, markets and implemeut~ long distance network ~gra rns .  

QAI and Marketer desire to enter into a relationship on the arms detailed in chis 
Agreement pursuant to which QAI will provide longdktame telecommuni&ans products to 
Marketefs Customers and related services to Marketer. 

Therefore, in considedon of the foregoing premises and h covenants contained in this 
Agreement, and for other good and valuable consideration, h e  receipt and adequacy of which are 
hereby acknowledged, QAI and Marketer agree as follows: 

I. MARKETINGANDSALE 

(a) -. QAI grants to Marketer and Marketer accepts the nontrausferable, 
non-exclusive right to market the products and mvices of QAI described on Schedule I (the 
"Products") to appropriate persons and entities'throughout the United States. Marketer may not 
change the Roducts in any way for my Customer (defined below). QAI may cbauge the 
Roducts h m  time U) time in its discretion, and may, in its discretion, choose any lnng distance 
canier (the "Carrier") as the underlying provider of Products and purchase those Producb 
directly from the Carrier or otherwise. QAI raerves the ri&< in itr, reasonable judgment to 
change a Customer's products based upon competitive pressures, volume, sewice provided "d 
other similar criteria and may make any additinnal modifications with respect to a Customtr m it 
deems necessary or desirable to ensure competitiveness, efficiency. economic viability, or 
Cwomer sacisfaction Marketer shall have no exclusive or protected territories. customers, 
Roduch, or 0 t h  exclusivity rights henunder 

(b) clrsf- . Each p a q  solicited by Marketer to purchase the Products will be 
deemed a "Customer" of Marketer when the Customer has elected to purchase the Products. A 
Customer's senrice order is "Provisioned" wben accepted by QAI in its discretion. provided that 
provisioning may also be subject to afceptance of the Customer by the applicable Carrier, in its 
discretion Customers of Marketet d cwtomem of QAI or other marketing agents of QAI hat 
have been Provisioned by QAJ are referred to herein collectively as "Clienh." 

. 

(c) Prohibited Marketer Achvities 

(i) 
Agreement (A) d e r  or convert or attempt to transfer or convert any 
Client from use of the Pmduck 6r other products or services provided by 
QAI, @) utilize any Client list or any information relating to Clients for 
mY x=on 0th- perfonnance hereunder, (C) market or sell to Cliem 
mY services or products of any party olher than QM at any rime that such 

Marketer shdl not at any rime during or after the term of this 



Clients are doing any business with QAI. or @) market QAI Products to 
Ctients other than Customers. 

(ii) 
and for a period of three (3) years thereafter, directly or indirectly 
(A) indme or attempt to inauence any vendor, marketing agent, potential 
client with which QAI OT any of QAI's markeang agents has had 
substantive discussiom regarding provision by QAI of long distance 
telecommunications senices or other business related contact of QAI 
(collectively, the "QAI AffWtd')  to terminate its relationship witb QAI, 
or (13) establish my business relationship with any QAI Affiliate 
concerning the design, marketing, operation, provision or implementdon 
of any long distance telecommunications product or service 

M a r k d s  Use of Sub-Connactors or Agents. Marketer shall have no right or 

Marketer shall not at any time during the term o f  this Agreement 

(d) 
authority to establish or utilize agents, subcontractors, multi-level maTketing/sdes mgementr ,  
or any other indirect marketing arrangements in connection with Markerefs performance 
hereunder, except lbat Marketer may utilize sub-contractors that are direct contracting parties 
wth Marketer and thus are "one-level down" from Marketer in Marketer's mvcrure m assin 
Marlceter in performing hereunder, provided that Marketer will remain responsible for all 
obligations hereunder delegated to a sub-contractor and for all actions by iu Sub-cOneeaOrs, and 
provided furthex that Marketer shall promptly disclose to QAI rhe identity of any subcontractor 
and the name of the sth-contractafs duties, shall provide to QAl copies of all contracts or other 
agreementi bacveen Marketer and any subcontrxtor, shall obtain QATs prior Written consent to 
the subconator anangement, which ccosedt can be withheld or withdrawn at any time, and 
shall require such sub-contractor IO comply with rhe terms of h s  Agreement Marketer shall 
have no righrs or remedies, nor shall it bring any claims, agblnst QA3 arising out of or relating to 
Marketeh utilization of any sub-contractor or agent. 

2. COMPENSATION, ADVANCES AND PAYMENTS 

(a) Mar&. Margins in respect of each Customer, defined in Schedule 2, belong to 
Marketer and wi l l  be paid by QAI to Mmkerer as provided in this Agreement and in Schedule 2. 
QAI makes no guarantees or ~SSUI~~OC~S to Marketer of Marketds eamings hereunder aad 
Marketer's right to Mar- will cease as provided in Section 2(dl and Secu 'on 3c). Except for 
payment of rViargins and any other payments specifically provided for in this Apeement, QAI 
will have no obligations to make any payments to Marketer under this Agreement, reimbusd 
Marketer for any expenses, cover any of Market& CON, or provide any support or knefik to 
Marketer. If Margins for any given calendar month are negative, QAI will not make any claim 
against Marketer for any cash payment in respect of such negative mount, but such negative 
amount may be applied by QAI to offset any Margins or other payments presently due or to be 
due in the fUrure to Marketcr. 

(b) Advances. QAI may, in its sole discretion and kom time to time, make advances 
to Marketa in respect o f  Margins that may become payable by QAI to Marketer ("Advances"). 
Advances shall be repayable by Marketer to QAI on demand, and shall bear interest at a floating 

L 
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rate equal to the Wall Suet Journal Prime Rare fiom time IO time plus 1.5% or, if lower, the 
maximum inrerest rate pennitled by law. QAJ may in its discretion withbold and offset any 
Margins or other payments due to Marketer h m  QAI against amounts owing by Marketer to 
QAI in respect of Advances, including interest due thereon. KQAI purchases fiom Marketer the 
Margin rights for all Cwtomm pumu.n.1 to Section 2(d) and the outstanding Advances to 
Marketer and interest thereon exceed the price payable by QAI under Section 2(d), QAl will not 
make any claim against Marketer for my cash payment in respecf of such excess but such excess 
may be applled by QAI to o&t other obligmions of QAI to Mmketm. 

(c) No te and Seem b e e m  ent  As a condition to Advances. QAI may in its 
discletion require Marketer to execute and deliver to QAI a promissory note and security 
a m r  in a form satisfactory to QAI, ganting to QAI, among other things, a securiy inrerest 
in Marketer's tangible assets, its rights to Margins and any other payments hereunder, its accounb 
receivable, its rights to its Customer relationships and c0nm.m and its rights to relationships and 
conmcts with 0th customers. 

(4 M@n Buyom QAI may at any time and fiom tlme to t ime during the term of 
this Agreement and thereafter in its discretion, upon notice to Marketer, purchase fiom Marketer 
any or all rights of Marketer to receive M a r k  hereunder and any other payments in respect of 
hoduas provided to Customers ("Margin Buyout"). Such right may be exercised on a 
Customer-by-Customer basis, or for all Customers of Marketer at the time of such exercise. If 
QAI exercises the right on a Customer-by-Customer basis, the purchase price payable by QAI for 
Margin Buyout in respect of a Customer will be six times the average monthly Mar- 
ataibrrtable to that Customer for the most recent three complete calendar months preceding 
exercise (or such fewer number of complete months for which Margins have been payable). If 
QAI exercises the right fur all Customers, the purchase price payable by QAI will be six times ED 
amount equal TD the quotient obtained by dividing atl Margins payable Io Marketer for the most 
recem rhree complete calendar months preceding excrcise, other rhan Margins payable in respect 
of Customers whose Margin righk have already been purchased by QAI or who have ceased 
purchasing fium QAI products marketed to them by Marketer, by three (3). Any Margin Buyout 
purchase price will be paid in thee (3) qml installments, with the first installment payable on 
the date of exercise and the next two installments payable 30 and 60 days tbereafrer, respectively, 
provided that QAI may, in ib discdon, make a l l  three iastallmenrs in a single lump sum 
discounted to presenr value at a discount rate of ten perceut (10%). Following exercise by QAI 
of its rights under Lhis Section 2 ( a  QAl shall remain responsible for billing and cbllecuoru with 
respect to each such Curoma and shall become immediately responsible for all m m e r  sepice 
to each such Customer, and Markefer shall rerain iu regulatory certifications required in 
connection with provision of long distance services to each such Customer and remain 
responsible for all of its other obhgsrions under this Agreement, including legal md rcgulatory 
compliance. QAI may require Markem to execute any documents reasonably necessary or 
appropriate to effect or document QAl's exercise of iu Margin Buyout nghU and the 
commemuiate umfer of righis to QAI. 

( e )  
offset my Maram or other payments due to Marketer from QAI against any moullls o m g  by 
Marketer to QAI. 

Q&%b QM has the right Without @yinS notice to Marketer, to wirhhold and 
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3. PROCEDZlRES 

(a) Certain Ri&ts and Responsibilities of Marketer 

(9 
solicits or plans IO solicit any potential customers to be provisioned for 
telecommunimions products or services by any party other than Qa Marketer 
shall inform QN in writing of the identities of rhe other party and the potential 
customers and the compensation (i~luding advances and commissions or 
margins) potentially payable by such other party IO Marketer in respecr thereof, 
and if QAI offers to substantially march the overall compensation offered to 
Mmketer by such thitd party, then Marketer shall solicit such potential customers 
on behalf of QAI and 08er their accounts for Provisioning to QAI pursuant IO this 
Agreement, including QMs exclusive right to provide senices as described 
her- regardless of whether QAI matches the products or services offered by the 

pi& of First R W  . During the term of this Agreement, if Marketer 

other p"y. 

(ii) 
manner consistent with information received from QAI, and will use its best 
efforts to mark- promote and sell the Products in accordance with normal 
business procedures and practices in the industry. 

(ii) C o o u d o n .  During and after the term of this Agreement, Marketer will 
cooperate M y  With QAI in its efforts to Provision Customers' service orders, bill 
and collect Customet debt and provide cu(tomer service to Cusromers. including 
but not limited to immediately notifying QAI in the event that Marketer is unable 
to address any Customeis concerns regarding quality o f  service, authoriw to 
pmvide service, billing or collections. Marketer will not retain any rhird patty IO 
perform any of the services that QM is to perform under this Agreement 

(iv) 
present to QAI all potential Customen in a manner and form specified by QAI for 
QAI's approval and acceptance along with any Customer information and 
documentation specified by QAI. Marketer is responsible for rhe accuracy and 
completeness of all idomation provided on all QAI fonm and documents. 

(v) 
Agreement, (A) for purposes of any state, federal or other regularory body 
applicable to Markekr or the Services (as defined below) or Marketer's provision 
thereof (my such body, a "PUC"). includmg the Federal Communications 
Commission, Marketer is the long distance provider to all of its Customers, 
including Customers for which QAI has exercised its right to acquire Margin 
rights pursuant to Section 2cdl (B) Marketer is solely responsible for obtaining 
and maintaining compliance with all Salutes, rules, repkations. orders and other 
directives issued by any PUC, including the proper establishmenr of b k e e r ' s  
rates and fees as such rata and fees are prescribed in rhis Agrement ("Ta*"), 

Best Effons Marketinn, Marketer will represent the Producu only in a 

Transrm 'a. During the Term of this Agreemenr. Marketer will promptly 

Tariffaad Renulatorv Compliance. During and after the term of this - 

4 
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as the long distance pmider to Customers, including Customers for which QAI 
har exercised its right to acquire Margh rights pursuant to Section 2(dL and 
Marketer is solely responsible for compliance of its Tariffs with applicable PUC 
requirements; aad (C) Marketer will rmimajn all records required by applicable 
statute, rule or regulation to bc kept by Marketer for such period of time as is 
required by such statute, rule or regulation, and make those records available to 
QAI upon its request(vi) 
the Agreement, Marketer will perform the services described in Schedule 3 (the 
"Services") to the best of its abilities and wi l l  not violate any laws or regulations 
during its performance of the Services. Marketer will be solely responsible for 
ensuring that its operations comply wirh all legal and regulatory requirements. 

(vii) A- L' ' . of Certifi ' . In the event that Marketer obtains 
fiom a PUC any certificatioa or other license or permit to provide any of the 
Services (a  "Certidcation") after the Effective Date, or in the event rhat QAI  h 
made an Advance or loaned any other monies IO Marketer which remain 
outsranding at the time that Marketer obtains a Certification, or in the event 
Marketer uses a Certifidon obtained prior to the Effective Dare in connection 
with provision of the Services &r the Effective Date, Marketer shall not use 
such Certification other than in connection with performance under this 
Agreement. 

Services Provided bv Marketer. W g  the term of 

(viii) Rights with Respect to C e r t i f i C a t i O ~ ,  

(a) In the went that Marketer is unable to repay an Advance or any other 
monies owed by Marketer to QAI in accordance with the terms of this Agreement 
or any other agreement beween Marketer and QAI (collectively, "Marketer 
hdcbtrdocrs"), QAI may at any time that such Marketer Indebtedness remains 
due and outstanding require Marketer to traosfer all of Marketets Certifications 
and all associated righb to QAI, and if such transfer is made, then thereafter QAI 
shall not make my claim against M e t e r  for cash payment by Marketer to QAI 
in respect of the Marketer Indebtedness, provided that QAI shall retain the right to 
recover any Marketer Indebhdncss through offset by QAI of any obligations of 
QAI to MaTketcr against such Marketer Indebtedness. 

@) 
should cease to operate its business for any reason whatsoever, QAI shall hav'e the 
right to purchase all of Marketer's Cerlifications at a price of $1,000 per 
Certification. For these purposes, "change of control" means (i) sale or other 
transfer of all or substantidy all of the assets of Marketer, (ii) salc or other 
transfer of any assets of marketer used by Marketer p r i m d y  in performance 
under this agreement. other than aansfers of obsolete assets or other transfers in 
&e odmary course of business, or (iii) the acquisition by any person, entity, or 
group of persons or entities, after the Effective Date, of mote than half of the 
voting power or equity intern in Marketa. 

In rhe event rhat there is a change of control of M e t e r  or if Marketer . 

5 
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(c) 
described in (a) or (b) above Marketer shall use its best efforts to take, or cause to 
be taken, all actions, and to do, or cause to be done, all things necessary, proper or 
advisable consistent with applicable law IO cause the transfer of the Ce~cat ions  
and all associated rights to QAL 

(viii) OuarterlvRepOap . Dudng the ierm of this Agreement, Marketer shall 
provide to QAI within 30 days of the end of each calendar quarter a quarterly 
report in a form reasonab~y requested by QAL including a report substantidy in 
the form of I&&ibit B hereto, such report to include, among other items, 
information regarding al l  persons and entities to whom OT which Marketer sells 
telecommunications products or servicps of any kind, aside from QAI Products, 
together with information on such products and services sold by Marketer to any 
Cusromer and any other purchaser of any teIecommuniCations services horn 
Marketer. QAI shall also have the right IO request and receive a quuterly balance 
sheet and income statement fiom Marketer within 30 days of the end of each 
calendar quarter. 

In the event QAI exercises its rib& with respect to the Certifications as 

@) p. 

(i) BestEfFortsRPn 'sionidg. QAI will use its best efforts to ensure the 
timely Provisioning of Customen' service orders. However, QAI may, without 
penally or payment accept 01 reject any Customer or potential Customer, and m y  
terminare service to any Customer, at any t h e ,  in its discretion. 

(ii) 
this Agreement, subject to Section 3fiMih QAI will serve as Marketer's exclusive 
billing and collectioa agent with respect to Customers of Marketer, having the 
sole right and responsibility to bill and collect fiom those Customen. During the 
term of this Agreement, QAI shall have the right to oversee and control Marketer's 
provision of customer service to its Customers and the right to take over the 
provision of customer service to any or all of Marketer's Customers if QAI 
determines, in its reasonable discretion, that Marketer is unable to perform 
customer service effectively. If QAI exacises its right to take over the pmvision 
of customer service to any or all of Marketer's CustomerJ, with respect to such 
Cusromm, QAI shall thereafter serve as Marketer's exclusive cuomer service 
agent having the sole right to provide customer service to such Customers d d u g  
and after the term of this Agreement and QMs customer service costs shall be an 
"allocable charge" for M a r p  calculation purposes. QAI may, in its sole 
discretion, make provisions for another entny or entities io biII, collect born or 
provide customer senice IO the Customers on its behalf 

(iii) 
QAl reports to hack revenue associated with Customers placed wirh QAl: by 
Marketer. 

BillinP. Collections and C usto mer S e r v ~  'ce. During and after the term of 

W R  eoorts QAl will supply Marketer on a timely basis with standard 

6 
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4. CONFTDENTXALITY 

Marketer acknowledges that during the COUIS~ of its relationship with QAI, Marketer will 
obtain information regarding QAl's business and will have personal contact with QATs c m t  
Clients and QAI Af6liares. h addition IO the restrictions set forth in Seaion Ilc), Marketer will 
not during the term of this Agreement and indefinitely thereafter, disclose to any third party or 
use for any purpose other than performance hereunder any Proprietary Infarmation. For purpores 
of thb Section 4 and section 5(bl "Proprietary Inlomation" means any Wormation about the 
business or opmrions of QAI including, bu! not limited to, QAI AtBiates, QAI's c m t  and 
pasi Climb, products and services, pricing schedules, discount policies, market and wlw 
mategies, any information or compilation of information possessed by QAI which derives 
independent economic value, whether actual or potential. h r n  not being generally known or 
readily ascertainable by proper means to other persons, including computer programs, operating 
inszruucrions, source documents aud dam, mailing lists, the nahtre of the Services, and any other 
know-how or thing, either tangible or intangible, that is nor information generally available to the 
public. ''Proprietary Information" also includes this Agerrnent, the terms of which will be kept 
strictly confidential by Marketer. 

5. TERM 

(a) Termination This Agreement will terminate: 

(i) If either party commits a material breach of this Agreement, rhe material 
breach is not cured within thirty (30) days of the date the breaching 
notice of its rnaterial breach, and the non-breaching party elects to terminate this 
Agreemenr; 

(u) If either party shall c m c  to do business; provided, however, that rhe 
obligations of both parties to perform according to the terms and conditions of this 
Apemen& including QAI's obligation to pay Margins to Marketer for Customers 
Provisioned prior to the cessation of business by either QAI or Marketer, shall 
continue until any such obligations have been M y  performed; 

(iii) 

(iv) 

is given 

Upon the d isso l~on,  liquidation or bankruptcy of either QAI or Markew, 

Upon the insolvency of either QAI or Maketer, 

(v) 
bte"); 

(vi) 
pursuant to Sscrion ZtQ; 

(vii) Io QATs sole discretion, ifMarketer's average monthly Retail B d h g  
Collections for any period of three (3) consecutive calendar months is below 
S300,OOO: 

On the date five (5) years fiom the Effective Date (the "Termhation 

In QATs sole dismtioq upon purchase by QAI of al l  Margin righu 
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(viii) 
Marketer breaches Section 1Cq) or section 4; or 

(ix) 
Cusromers' colleftive Bad Debt for any period of rbree (3) consecrrtive calendar 
rnontb excecds ten percent (lo??) of the total accounts receivable associated with 
Marketcfs Customers for Products provided by QAI hereunder for tbar same rhree 
(3) month period. For purposes of this &Q&u ' 5(aWi), '%ad Debt" is defined as 
those accounts receivable associated with Marketefr Customers for R o b  
provided by QAI hereuuder that are uncollected for auy reason. including theft of 
Products or fraud, after 120 days from the date that b d k u  was processed and sent 
to d e  Customer or a LEC clearinghouse. 

In QMs sole discretion and for caw. without an opportunity to cure, if 

In QMs sole discretion, Without an oppoWIy to Cure, if Merketer's 

Either party may waive or forbear enforcement of h s  Section 5(a) in any particular 
instance, and no such Waiver or forbearance will conmime a waiver or forbearance applicable 
eirher in genera1 or to any ocher particular instance. 

@) ProprietarvInf omation. Upon termination of this A p m e n t  for any reason, 
Marketer shall return all Propriehq Information, including documents, encoded media or other 
tangible items provided to Marketer by QAI, including all complete and pardal copies, 
recordings, abstract& notes or reproductions of any kind made from or about such information, 
wfiich are exclusively the property of QAI. 

(c) M d .  Subject to Section Zd), QAl will continue to pay my Margins to 
Marketer in respect of each Customer for up to three years a f k r  termination of this Apeement 89 
long as QAI receives Retail Billing Collections (as defined in Schedule 2) horn such Customer 
for Products marketed by Ma~keter. However, QAI may reduce Margins payable to 50% of the 
rate otherwise specified herein if Marketer is no longer pfaviding any Services under this 
Agreement and QAI may stop paying Margins ZQAI has terminated this Agreement pursuant to 
Section 
terminated purmant to Section SlaMviiiL QAJ may recover(diredy or through offset), with 
respect to any Customer Marketer caws, directly or indirectly, to switch in whole or in part to 
the products or services of a QAI competitor or to which Marketer sells any services or products 
of any party other than QAI. any Margins paid to Marketer with respect to such Customer for the 
three (3) month period prior to QAl's loss of such Customer. 

exclusive right to provide to Cutomers the long-disrance telecommunications and services 
described herein, m d  to provide to Marketer the billing, collection, customer service and mppott 
Senices described herein. In addition term and provisions in this Agreement that by thek sense 
and context me intended to s w i v c  the completion of pcrformance or termination O f t h i 5  

A p m e n t  including without limitation the provisions of Section 3(a)fVii) and fviii), SefXiOn 4, 
Section 5 and Section 6, shall so survive. 

Section), or Section S(al(ix1. Further, where this Agreement is 

(d) Effect of Tamination. Tcrmination of this Agreement will not terminate QN's 
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6. INDEMNITY 

Each party hereto (as "Indemnitor") will indemnify. defend and hold harmless the other 
party, persons and entities controlling, controlled by, or under common control with h e  other 
party, and the officers, directon, employees and agents of any of them (each an *Indemnitee") 
firom and against any and all claims, demands, suits, actions or proceedings (including 
adnumaative, regularov, governmental, civil or criminal proceedimgs), liabilities, losses, 
damages. costs, assessments or payments incurred by Indemnitee arising out of or relating to 
(i) any breach of or default under this Agreement by Indemnitor or its agents, subcontractors, or 
other delegceE, or (ii) the conduct of business or other activities by Indemnitor or im agents, 
subcontractors, or other delegees. Indemnitor agrees to reimburse Indemniree for all reasonable 
costs and e x p e w s  (including attorneys' fees) i n c u d  by Indemnitee due to Indemnitee's direct 
participation (eithex as a party or witness) in any adminisaarive, regulatory, governmmtal, civil 
or criminal proceeding concerning Lndemniror. 

. .  

Marketer will indemnify. defend and hold harmless QAI, persons and entities conwoolling, 
conbolled by, or under common control with QAI, and the officers, directors, employees and 
agents of QAI (each a "QAI Indemnitee") fium and against any and all claims, demands, Suits, 
actions or proceedings (including admisht ive,  regulatory, governmental, civil or nimi 
proceedings), liabilities, losses, damages, costs, assessments or payments incurred my QAI 
Indemnitee arising out of or relating to any sub-contractor or agency agreement entered iuto 
pursuant to Section l(d). Marketer agrees to reimblnse such QAI Indemnitee for all reasonable 
costs and expcnses (including attorneys' fees) incurred by such QAI Indemnitee due to such QAI 
Indemnitee's direct participation (either as a party M witness) in any adminiistrative. regulaory, 
govanmental, civil or criminal p r o d i n g  conCrming Marketer or Marketer's sub-contnctor or 
agent. 

7. msCELLANEOUS 

(a) Relationshiu of Partieg. Marketer is acting as an independem conhactor under 
this Agrement and not as an employee or agmt of QAI. h an independent contractor, Marketer 
shall have no authority, express or implied, to commit or obligate QAJ in q manna 
whatsoever, except as specifically authorized !?om time to time in writing by an authorized 
repraenrative of QAI. Marketer will not purport to obligate QAI to any Customen or other third 
p d e s  in my way. Nothing contained in this Agreement shall be consirued or applied to create a 
partnership or joint venture, or an employer/employee or maSter/sewant relationship. Marketer 
will be responsible for the payment of  all federal, state or local taxes payable with respect ~0x1 
amounts paid to Marketer under this Agreement and all corn associated with employment and 
retention of Marketer's employees a d  consultants, who shall not be employees or consultants o f  
QAI; provided that, if QAI is determined to be liable for collection or remittance ofarry such 
taxes or COSU, Marketer will immcdiakly reimburse QAJ for all such payments made by QAI. 
The sole consideration payable 10 Marketer hereunder is the payment of Margrns and Marketer is 
not entitled to Or eligible for my employment or other rights 01 benefits Q.4J except as m y  
be provided by separate written agreement. 
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(b) w i c t  or Violation Marketer represents and Warrants to QAI that the 
execution, delivery and performance by Marketer of Lhis Agreement does not and will nor 
(i) violare or conflict with any provision of the charter documents of Marketer; (ii) viola& any 
provision of hw, statute, judgmenb order, writ, injunction. decree, award, rule, or regulation of 
any court, arbitrator, or other governmental or regulatoIy authority applicable to Marketer; or 
(iii) violate, nslllt in a breach of or constitute (~~III due notice or lapse of time or both) a default 
under any comma, service or orha customer agreement or othm agreement to which Marketer is 
aparty. 

( 4  No Lien or Security interest on Customer Conkacts or Other Assets. Marketer 
represenu and wananrs to QAI rha~ it ow119 and will own all of its contracu, relationships and 
accounts with ik customer base, free and clear of my lien, security interest, charge or 
encumbrance, except for any security interest commplated by this Agreement and any 
documents relating to such a security interest. There is and will be no lien, security interesL 
charge or encumbrance affecring Marketer‘s ownership of other Marketer assets, and no financing 
sratement or other instrument similar in effect covering all or any part of such contracts. 
relationships or accounts has been or will be delivered or filed in any recording office, except 
such as may be fled in favor of QAI. 

(a) Use of Names. Lot!os and Marks. Marketer shall not use the names, logos or 
marks of QAI, except as specifically provided herein without the pnor express Written consent of 
QAI. Marketer shall not we the names, logos or marks of my Carrier without the prior express 
written consent of the Canier. 

(e) Insurance. At the time of execution of this Agreement and ar QMs request, at any 
time during the t a m  of this Agreement, Marketer shall provide QAI with evidence reasonably 
satisfactory to QAI rhat Marketer mainrains general liabiliry and errors and omissions insurance 
coverage in mounts not less than Sl,OOO,OOO for each area of coverage. 

(f) E n t i r e A x r e m  This Agreement, rogether with any schedules and the exhibits 
hereto, represents the entire agreement and understanding of the parties with respect to the 
subject matter hereof and no represurrarions or wananties or promises have been made in 
connection with this Agrement other than those expressly set forlh herein. 

. .  
(g) : ene . This Agreement will inure 

IO the benefit of, and be binding up04 the parties hereto and their respective succe5sors and 
assigns; provided, that neither party may assign or delegate any of the obligations created un’der 
rhis Agreement without the prior written consent of the other parties. Notwithstanding thc 
foregoing, QAI will have the unrcshicted right to assign this Agreement andlor to delegate all or 
any part of its obligation hereunder to any p o u  or entity conbolling, coneolled by, or under 
common. coauol with QAI or to any lender in sonnecdon with my financing or to my successor 
to or assignee of all or substantidy al l  of the business or ~ s ~ e t s  of QAI. Except 8s pmvided in 
Section 6, norhing in this Ag~ement  will confer upon any person or entity not a party to this 
Agreement, or the legal representatives of such person or entity, including any Customer, any 
flats or remedies of any nature or h d  whatsoever under or by reason of this Ageement 
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(3) &@pcv's Fees. If either paity to this Agreement brings any action, suit, 
counrerclaim, appeal, arbitmuon, medidon or other proceeding (an "Actloti") for any relief 
against the other party to this Agreement or any of h affiliates, declaratory or otherwise, IO 

enforce the remu hereof or to declare the rights hereunder, in addition to my damages and costs 
which the prevailing party otherwise would be entirled, the non-prevailing party in any Action 
shall pay the prevailing party a reasonable sum for ordinary and necessary attorneys' fees and 
costs incurred in connection with such Action a d o r  enforcing any judgment, order, &g or 
award granted therein. 

(i) w. AU noticcs, rcquesk, waivers, demands, immctions and other 
communications required or permitted to be given or made under this Agreement sMI be 
effectcd by F o n d  delivery, by United States mail, registered or certified, postage prepaid with 
return receipt requested, by overnight mail or by facsimile. Mailed communications shall be 
addressed to the recipient at the address designated below or such other address as m y  be 
designated by the recipient in writing from time 10 b e .  Facsimile cornmusications shall be senr 
to the h i m i l e  numbers below. Nohces delivered personally shall be deemed communicated as 
of the date of deliwry. W e d  notices shall be deemed communicated as of the dare rhree days 
after rhe date rhe notice is mailed. Notices delivered by facsimile shall be deemed communicated 
when receipt is confirmed. 

If rg QAt QM h. 
c/o Patbinder Communications, Inc. 
7700 Irvine Center Drive, Suite 605 
Irvine, CA 92618 
Attention: Chief Executive Officer 
Facsimile number: (949) 453-3320 
Phone number (949)453-3313 

If to Marketer: 

;%TQA 

6/ L -R81 - 9 u  . cG3 
Facsimile number 
Phone number: 

. z  - ggi( -4 qo 7- 
(i) Amendments and Modifications. No amendment, modification or supplement to 

this Agreement shall be binding unless it is executed in writing and signed by both parties td this 
Ageernem at the cime of the amendment. modification or supplement. 

(I) Governing Law. The validity, interpretation and enforcement of this Agreement 
and the rights of the parties thereto shall be determined under, governed by, and construed in 
accordance wirh the laws of rhe State of California, withom regard lo the principles of codict of 
l a w  of the State of California or any other jurisdiction that would call for the application of the 
law of any jurisdiaion other than the State of California. 
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0) Consent to J~gdicr ion and Forum Selection. All actions or proceedimgs Wing 
in wnncction with this Agreement shall be hied and litigated exclusively in rhe Stare and Fedcral 
COW loafed in the County of Orange, State of California, unless such actions or proceedings 
are required to be brought in another c o w  to obtain subject matrer jurisdiction over h e  matter in 
cont~ovmy, The aforementioned choice of venue is intended by the ptuties to be mandatory and 
aot permissive in name, thereby precluding the possibility of litigation between the parties with 
respem Io or arising om of this Agreement in any jurisdiction other than that s p i f i c d  ia this 
paragraph. Each parry hereby waives any right it may have to assert the doctrine o f & m  non 
conveniem or similar doctrine or to object to venue With respect to any proceeding btought in 
accmdanw with this paragaph, and stipulates that the State and Federal courts locatd in the 
COUlQ' of Orange, Stare of California, sbell have h p e r m m  jurisdiction and venue over each 
of than for the purpose of litigating any dispute, controversy or proceeding arising out of or 
relating to this Agreement. Each party hereby authorizes and accepts service of process against it 
as conterhplated by this paragraph by registered or certified mail, return receipt requested, 
postage prepaid, to its address for the giving of notices as set forth in Section 7(0. 

(m) laternretation and Comhuction. Headings herein are for convenicnce of reference 
and will not affect the meaning or interpretation hereto. References herein to Sections, 
Schedules and Exhibits are to the referenced Section, Schedule or Exhibit hereof or hereto Unless 
otheNzlse specifically noted. No rule of construction requiring interpretation against the drafting 
party hereof shall apply in the interpretation of this Agreement, which was carefully reviewed by 
both parries to the Agreement. 

unenforceab~ry of any renu or provision hereof will not affect the validity or enforceability of 
this Agrement or of any other term or provision hercof. Furthermore, in lieu of any such invalid 
or unenforceable term or provisioq dre parties to this Ag~eement intend that there wil l  be added 
85 a parr of this Agreement a provision as similar in terms IO such invalid or unenforceable 
provision as may be possible and be valid and enforceable. 

(n) Srverabilitv. This Agrewent will be deemed severable. and the invalidity or 

(0) Counteroarc~. This Agreement may be executed in counterparts, each of which 
shall be an original, but all of which shall constitute one and the same document 

12 
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IN WITNESS WHEREOF, the parties hereto have executed this Agreement on the Effective 
Date. 

"QAP "MARKETER 



~ 
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SCHEDULE 1 TO INDEPENDENT RhMCEl”G AGREEMENT: 

PRODUCTS 

*Rate...........,......$O.2Slminute anywhere m the US and Canada 

*DSO monthly Service Fee /Usage Charge for Cwtomm who use less than 
$25.00/month in Long Distance 

*International Rates can be supplied by QM 

‘Subjar to change by QAI af QAI? discretion QAI may choose any Carrier as fhe unrttrlyurgprwldrr of 
Pr&u 
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SCmDuLE 2 TO INDEPENDENT MAiWETINC AGREEMENT: 

MARGINS 

Magins shall be calculated and paid in the following manner: 

1. 

a1 "Margin" of a Marketer means the difference between "Retail Billing 
Collections" for tba~ Marketer's Customers for a calendar month for Products marketed by 
Marketer and the "AUocable Charges" allocated to that Marketer's Customers for hat 
calendar month. 

b;l "Retail Billiag CoUections" means actual reckprs by QAI horn a Customer of 
payments in raped  of Long Distance usage provided by QAJ in a particular calendar 
month, not including any utility taxes, monthly recurring charges, direcroly assistance, 
and/or other nowusage based charges. 

C) 
month and athiiutable to Customers, including, but not limited to, wholesale long 
distance usage, any customer service costs, billing costs, bad debt, collection cos&. 
verification costs, cusomer credits, primaq interexchange carrier ("PIC") dispute 
charges, NECA charges and any other corn and charges allocable to Customers. plus a 
management fee of fourteen percent (14%) of Retail Billing Collections for Customers. 

2. Payment of Margins. QAI will pay Marketer the Margins for each calendar month within 
thLty (30) days of collecting substantially all (at least 90%) of the accounts receivable 
attributable to Long Distance usage by Marketefs Customers during that calendar month subject 
to offset as provided in the Agreemenr 

"Allocable Charges" means all expenses accrued by QAI for apaaicular calendar 
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SCHEDULE 3 TO  LIEP PENDENT MARKETING ACREEMENT: 

MA.RICETING SERVICES PROVIDED TO QAI 

Telemarketing senices for the purpose ofacquiring telephone usage customers cbar are to be 
provisioned, billed and collected by QAI and, subject to 
agree men^ provided with customer service by Marketer. 

and Seaion 3bHiil of the 
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EXMIBIT B TO hDEPENLlENT MARIO~TING AGREEMENT: 

[FORM OF] 

QUARTERLY REPORT OF LOTEL, INC. (“Marketer’? 
FOR THE CALENDAR QUARTER ENDNO 

Marketer represents to QAI, Inc. (“QAI”) chat the attachment hereto contains a Eue and 
cOmct list of the names and addrerses of entities to whom or to ~ c h  Markets or any agent or 
subcootractor of Marketer (“Sub-conmetor“) has sold telecommunications products or 
services of any kind, aside fiom QAI Products (each such entity, a “non-QAI customer”). in this 
calendar mer. 

For each non-QAI customer, the actacbmeat hereto contains a true and correct list of ( 1 )  
the name and address of the entity or entities who or which provisioned hat non-QN cuttorncl, 
(2) the long distance carrier serving as the underlying provider of the products, (3) the type of 
product offered to that non-QM cwomer, including &e rates and fees offered to that non-QAI 
cwtomer, (4) the compensation payable to Marketer in respect thereof, and (5) my speccific 
senices which Marketer or Sub-Conuactor is obligated to pmvide to that non-QAI customer. 

“MARKETER” 
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EXHIBIT D 

Page 15 of 2001 499-A Instructions 



~ c t i o n s  to the Telecommunicatlons Reporting Worksheet. Form 499-A 

C Block 3 and Block 4 .  Conuibutor Revenue Information 

Lmes (301-302; 401402) - copy the Filer 499 ID from Lme (101) into Lines (301) and (401). Copy the 
legal name of the reporting entity from Line (102) into Lines (302) and 402). 

Lines (303-3 14; 403420) contain detailed revenue data. 

I .  SeDaratina revenue from other conmbutors to the federal universal service SUDWR 
mechanisms (block 3)  from end-user and non-telecommunications revenue (block 
4) mformation (canier's m e r  vs end-user) 

In the Telecommunications Reportmg Worksheer. filers must report revenues using two broad categories: 
( I )  Revenues from other contributors to the federal universal service support mechanisms; and, (2) 
Revenues from all other sources. Taken together, these revenues should include all revenues billed to 
customers and should d u d e  all revenues on the reporting entities' books of  account. 

For the p"p0ses of this worksheer. revenues from other conmbutors to the federal universal service support 
mechanisms are revenues 6om services provided by underlying carriers to other carriers for resale and are 
r e f e d  to herein as "camefs m e r  revenues'' or '*revenues from resellers." Revenues from all other 
sources consist pnmanly of revenues from services provided to end users, referred to here as "end-user 
revenues." This category includes non-telecommunications revenues. 

For the purpose of compleMg Block 3, a "reseller" Is a telecommunicarions carrier or telecommunications 
provider that: I )  incorporates purchased telecommunicatlons services into its own offerings; and 2) can 
reasonably be expested to contribute to federal universal service support mechanisms based on revenues 
from those offerings 

Each contnbutor should have documented procedures to ensure that it reports as "revenues 60m resellers" 
only revenues h m  entities that reasonably would be expected to contribute to support universal service. 
The procedures should include but not be lunited to maintaining the following information on resellers: 
legal name; address; name of a contact person; and phone number of the contact person. If the underlying 
conmbutor does not have dependent reason to know that the entity will, in fact, resell service and 
conmbute to the federal universal service support mechanisms, then the underlying carrier should either 
obtain a signed statement to that effect or report those revenues as end user revenues. 

Note: For the p"p0ses of filling out this worksheet - and for calculating conmbutions to the universal 
service support mechanisms - certain telecommunications carriers and service providers may be exempt 
from contribution to the universal service support mechanisms. These exempt entities, including 
"international only" and "intranate only" Camers and camen that meet the de rninrrnir universal m i c e  
threshold, should not be mated as resellers for the p-se of reporting revenues in Block 3. That is, filers 
that are underlying carriers should report revenues derived from the provision of telecommunications to 
exempt Camers and providers (including services provided to entities that are de mmimic for universal 
service purposes) III Lmes (403-437) of Block 4 of the Telecommunications Reporting Worksheet, as 
appropnate. Underlying carriers must conmbute to the universal service support mechanisms on the basis 
of such revenues. In Block 5, Line 51 1, however, filers may elect to report the amounu of such revenus 
(r.e., those revenues from exempt entities that are reported as end-user revenues) so that these revenues may 
be excluded for purposes ofcalculating conmbutions to TRS, LNPA, and NANPA. 

lnsrmct ims - Page IS 



Inttriictiiins to the Telecoiiiiniiiiications Reporring Workhheet, Form 49Y-S 

FC;C Fonii 499-S, luly 2000 
Approved by OMB 3060-0855 

I s t i m a t e d  Avzr:ige Uurden Ilours Pel Response 5 5 Hour! 

'l'clecommunirations Reporting Worksheet, FCC Form 499-S 

I i is t ruc l ions for Complet ing the 
Septeniher W o r k d i e e l  i o r  F i l i i i g  C'ontr ibut io i is  
to the l l i i i \ e r s a l  Sei.vice Suppor t  Rleclianisms 

* * * * *  
NO1 ICF T O  INIIIVIDU.4I.S Scclinns 54 703, 54 71 I, and 53 713 o f  tlie Federal Cotiiinutiications 
C ' o i i i i n i \ w i i ' s  iulcs reqiiire al l  te lecoi~nut i icat io i is  cainers providing intcrstate lelecoininunicatioiic 
~ C I P  I W C ,  piin i d c i ~  oi ' t i i terstate lelecoiiuiiuiiicaliI)nF that ofler i i i t e r m t e  1~:lecoinniut i icat ioi i~ 1oi a lee oii 'i 
iioii-ioiiiinuii ~ ' i i u i e i  b ~ s i s ,  ,ind p ~ y p h o n e  providers that aie aggregatora to con~ribule to u n i v s i ( i  service 
a n d  l i l e  I h i s  Telecotiiiiiiiiiications Repuiting Woi ksheet (IT(: Form 4911-S) oii Septeinher I ,  cadi year 47 
( r It $ b  53 703.  54 71 I ,  54 711 This collec.lioii of iiiforrnation stein'; froin the Cominissioii's authonty 
i i t ide i  Seclioii 254 ot [l ie Coinmunicauoiis Act  of  1934, a \  amended, 47 IJ S c' 6 254 The data in the 
Wcit h\hcel  i i i I I  lhc i i x d  io cdci i la le  cniilributioiis IO tlie i i i i iverwl scn'icc iuppori i i i echmsms Selecied 
iti lonmiioii pro\ idcd iii the Work\heet \vi11 be inddc available to the public 111 a inaii i ier conmtenl with Ihc 
( 'oi i i tnis~toi i ' \  rulch 

U c Iid\.c cri i i ix i ted t1i:it each responx to this ciillccuoii o f  inf~rrrnatioii w i l l  takc, on average, 0 lioiirs Our 
c.rliiiiate it icl i idi l\ l l i e  time to icad the iiiFtructioiir, look through existing recordr, gather and maintain the 
icc1uiic:d daia. i ~ i t d  ,iclually coiiiplete and r c \ ' i w  l l ic forin or responhe If you have any coiiii i ieiit? on tht\ 
I j \ l i i i i i l te  oi lie\\ NC c m  imlirL>t'e tl ie collecIioii .iiid reduce the buideii 11 causes y o u ,  p l c ~ s e  wr i te  l l ic 
I ~ c ~ c I ~ I I  C~, in i i iu i i ic , iur i iC ('miiinissioii, Ah~I I ) -P~I<M, Warliington, D C 20554, P d p e r w d  Kcdiiclioii 
I ' i qcc t  ( iO(~0-08SSi  We iilso wi l l  accep~ your coinmenth \,i'i the Iiitenier if  you ~ e i i d  tlietn to 
~ l x ) l e \ ( t ~ ~ i i c  pi Please DO NOT SEN13 C'OMI'I FTFD WORKSHEETS TO 7HIS AI)I lRESS 

Ik inci i ibcr -- Y o u  are not required 10 rcspoiid to a collectioti o f  intormatioii sponsored by thc Federal 
p \cnunei i t .  niid the government i i iay i i o ~  coiiducl or slionsor this colleclion, unless it displays a currently 
i ' i l id Office of klaniigement m d  Budget ( O M B )  control number This collection l ias been ahsigned ail 

O M U  mi i io l  number of 3060-0X55 

r l i e  Lomintwon I C  dutlionzed under the Comniunicationb Act of 1934, as amended, to collect the perroiial 
infoiinaiion we request 111 thih forni Wc will use the iiifonnation that you provide to dcienniiie 
cnntrihutioii diiiounts If \ve belirve there may be a violation or potential violatioii o l  a statute or a 
C~mtnissioii izgiildlioii, rule. or order, your Worksheet inay be referred to the Federal, state, or local 
:igciicy re\poii\ible i O t  iiivcstigating, piosecuting, enforcing, or itnplemenling the statute, rule, regulalloli, or 
,iidei In c e i m i i i  c'ises, the infomiation in youi Worksheet inay bc disclosed to the Departmcnt of Justice, 
coun. 01 othei ?ldJUdlCatl \ 'C body \ d i e i i  ( a )  the Cormnission, or (b) any employee o f  the Cominission, or (c) 
1\12 ontied states goveriimen~, IS a party 10 a proceeding before the body or has a n  Interest  ra the 
piocecdtiig 

I f  )OII UMC a pabl due debt to the fedeial gweminent, the taxpayer identification number (such 3'1 ~ C I I I I  

I 



Inswuctioiis lo [he Tclccotiimuiiicattons Reporting Work.;heet, Form 499-S 

F(ii ilir piiipuse O S  coniple~tng Block 3, 3 re$eIler i s  a teleci!iiiinuiiicatiotis carrier or te leCOt i i i i i i i i i iCa t i [ i i i \  

\e in ice pl(J\'idU tliiit I ) incoi-poiales putchased LclcCOtninunicalioiis sen'ices into i ts  own ofrerings, and 
:) c'iii iea\oiiJbly he expected IO conlrtbute to fcderal universal setvice support i i iechai i isms based oii 
I C ,  ei i i ies i i o in  Il i i ihe iiffcring\ 

Noie I'm the Ipuspi)see\ of filling out l l i t s  worksheet -- atid for calculalitig contributions lo the ut i t \er ial 
win ice support i i i e~hat i i sm\  - -  certain telec~imniutitcattotis cameis and semice provideis m a y  be excnipt 
l'ioni coiilrihutioii 1 0  the uiiiversal setvice support tnecllaiiisms These exempt eiitities. ~iicludiiig 
"iiilernational only" dtid "tntraslate oiily" cdiriers and cai i~ iers that fall below the de iiiinimis unibersal 
\ci \ ICC ItiicSlidd. slioiild be treated a s  eiid usei~s for the purpose o f  reporting revenues iii Block 3 That is ,  
l i l e i \  tliai .ire iitiderlying cart le is  should report revenues derived fioin the provision o f  telecoiiunutiicaliOiii 
IO vucnipt cdriicr\ m d  piovidcis (including w v i c e s  probided to entit ies t l idt  air de minimic tor i i i i i \ c i w  
\ e n  ice p i i i p o h e b )  on l.ttie ( I  16) Underlyiiig camiei5 niutl coiitribute to the ui i ives~al serbicc suppoii 
i i ieCl i . i i i is i i i (  mi the haw o f  thi< r e w i i i e  

I ncl i  mi l r i ln i tor  should ha\e  h u i i i i c i i t c d  pioccdures io e i iwse Ilia1 i t  reports ~s rc\ 'ci i i ic\ l r o m  rcw l l c rs  
~ u i l y  rc\'ciiucu lroii i  entities thiit reasonably woiild bc expected to contribute to support i i i i i \ ' z r v  t e w c c  
Tlic Iprocedute~ shiiuld iiiclude hut tiot he limited to tiiainlaining the folliiwtng inlonn;ttiiin on resellers leg31 
i im ie .  dddiess,  iiaiiie o f  a cotitact person, and phone iiuinber of the cotilact person If the underlyiiig 
coiilribiitot docs not liave independelit ieasoti 10 know that the entity ud1, in fact, resell setiflice a i d  
wiitinhiite to the fedeial u i t vc rsa l  sen'ice support tiiecliaiiistns, then the underlying CUTI~ I  should etthei 
ohiniii a \igtial ,t,tteiiicnl t o  tliat effect or ieport lliosc rcveiiue? as end user revenues 

2 Coliimn (;I) - tordl revenue 

rlls Iepviiii ig ci ir i ly m u u t  report gross revenues liroiii a l l  sources, iiicludiiig nimicgiilclted .iiid iiuii- 
i(1Ic~oiiiinuiitciilion!. services (111 Lines ( I  15) through ( I  17) and ttie\e must add to total gloss icveiiue as 
rqxir lcd on Lii ie ( I  18) Gross revenues should iticlude rexnues derived from the provision of interslare. 
iiiteriiatioiial. ;ind itmastate teleci)inmuiitciltioiis and iion-telecommunications services G r o v  revenue, 
coi ivsl 01 t o t i  rc\Jeriue\ billed to custoiiicrs durittg the t i l ing penod with no allowances for uncollecliblcs. 
vzttlcmentc. or out-of-period adjus~nients Grosi billed revenues inay he distinct from boolied reveniies 
NI-( ' \  pool conipanies should r c p m  the actual grosb billed revenuer (CABS Reveniic5) repoiled lo l l ic 
K t S . 4  p o d  ;itid not settlement re\ etiues received Srom the pool 

M'here two contributors have merged prior to filing. the successor company should report total rcbe i iue~ 
Ihi the  reportins period for a l l  Ipsedecessor operations The two contributors, Ihowever, should cotittnue tu 
rcpnii separately if each maintains separate corporate identities and continues to operate 

G r o s  revenues a lso  $Iiould include ;my surcharges 011 communications sewices that are hilled to the 
customer and either retained by the contnbutor or remitted to a non-government thud party under contract 
Gross revenues should exclude taxes and any surcharges that are not recorded an the coinpany booltr as 

revenues but which instead are remitted to govenunent bodies. Note that any charge included on an end 
Liser bt l l  and represented to recover or collect contribution5 to federal or state untversal service bupport 
inechaiiirmu mu5t be reported as end user revetiue 

I2  



InsLlucLiniis In the Tclccoiiiiiiunications Reponlilt: Worksheel, Form 4YYA 

1Y.K Fonii 409. lkbruary 2000 
Apprnvcd hy OMU 3U6U-OXS5 

r s l i i i w t u l  Avcrdgc Burden Hnun Per Rerpnusc X Hours 

Telecommunications Reporting Worksheet, FCC Form 499-A 

Instruct ions lor C.umpleting the 
Worksheet l o r  Filing Contr ibut ions 

ti) ' l ' r lecommunications Relay Service, 
Universal Service, \umber Administrat ion, 

and I m a l  K i i m b r r  Portabi l i ty  Support  Mechanisms 

* * * * *  

N O l l C ' k  I O  INUlVlUUAl  S Scctioiis 54 703, 54 71 I ,  and 54 713 or the Fcdcral Coimuii ical ions 
C'oininission's rules require a l l  Iclccoininunicalioiis carriers probihig interstate telecomnunications 
SCI\.ICCS. pro\ idcrs o l  inlcrslalc lclccoininuiiicalions that offer intersLatc tclccoinmunicalions for a Tcc on a 
iioii-coiiiinoii carrier hasis, mid pawhone picividcm l l iat  arc aggrcgators to coiitrihute to uni\,crsal sewice 
and l i lc h i s  'I clccorninuiiicatioiis Kcportiiig Worksheet (bCC Form 499) twicc a year. 47 C.F.R i jC:  54 703, 
54 7 I I , 54 7 I 3  Scclioii 52 I 7  probidcs Uial all IcJecoininuiiicaliOnS canicrs 111 l l ic  United Stares shall 
coiilnhulc oil ii cornpeltlively iieulral hasis lo rnccl Ihc costs of cstahlishiiig nuinhcring adrniiiislralioii, aiid 
dirccls LIia1 coiilrihulioiib shall be calculaled aiid filed ti1 accordance with l l i i s  worksheet. 47 C.F.K $ 52 17. 
Sccuon 52 3 2  provides that l l ic  local iiuinbcr portobilily adint i i is t ra~~ts shall rccovcr Ihc sharcd costs o f  

long- lcm nuinher portahilily h m  al l  lelccomrnunicalioiis carriers Scclion 64 604 
icquircs thal cbery carrici providiiig iiilcrstale IcIcc~)tninuiiicalions Ecrviccs shall coiitrihulc lo the 
I elccoimnuiiicawns Kclay Scrviccs ( I KS) Fund oi l  tlic hasis or its rclalive share of interstate end-user 
lclecormniiiiicatioii~ rcvciiucs. will1 Lhc calculation hascd oil inrormalion provided in  this worksheet. 47 

47 C F K $ 52 32 

C b K 6 64 6(~4(C)(111)(4) 

I h i s  cnllcclioii oC inrormotioii stem$ limn t l ic C'ornilussioii's authonly uiidcr Scclioiis 225, 251, aiid 254 oC 
Ihc C'oininunicalioiis ACI or  1934, as  ainciidcd, 47 U S C 5 s  22, 25 I, aiid 254. The data 111 thc Worksliccl 
\YI II he used i o  calculate coiilrihutions IO l l ic uiiivcrs31 scrbicc support mechanisms, thc tclccommuuicat~ons 
relay senwes suppod incclianisin, l l ic cob1 recovcry incchanisin for nuinhcniig administrauon, and the cos1 
r e c o u q  incclianisin for sharcd costs of long-lcrm numhcr portability. Sclcctcd infomalion provided in Ihc 
Worksliccl wi l l  hc inadc availahlc lo lhc public in a nianiicr consisteiil wilh tlic Commission's rules 

We iabc csliindlcd lha l  each rcsponsc lo this collection ofiiifonnalioii will take, on average, 8 hours Our 
csliinalc includes tlic l ime LO read the iiislructious, look through exlsting records, galhcr and inamlaiii l l ie 
required data, aiid actually coinplele and rcvicw llic fonn or response I f  you have any comments on th is 
cstimak, or how we can improve llic collection and reduce the burden 11 causes you, plcase wnle the 
Federal Cominunicalions Cotmission. AMD-PERM, Washington, D C 20554, Paperwork Reduclion 
ProJcci (3060-0855) Wc also wil l  acccpt your cornmcnls wa the lntcmel if  you send lhcm lo 
jholcy@fcc gov I'lcasc DO hUI S t N U  COMPLY1 ED WOKKSll tE-l  SI 0 'THIS I W U b S S .  

Xcmcmbcr -- You are no1 rcquircd to respond 10 a collcclioii of mfomalion sponsorcd by llie Federal 
go\.crninenl, and l l i c  goveniincnl inay no1 conduct or sponsor this collection, uiilcss 11 displays a currently 
valid Ofice of Managcmenl and Uudgct (OMU) coiilrol nuinher This collcction has been assigned an 
OMU control iiuinhcr or3060-0X55 

Instructions ~~ Pare I 



I i isvuc imb 111 llic T ~ l c c i , , i i i n " ~ ~ ~ i i o * ~  Reporung Wiirkshccr, Fonn 499A 

Cliicf, Maikcl Dispulcs U ~ ' s o I ~ i i i i i i  1)ivisioii 
t.iiforccincm Bureau 
Kin %A865 
445 l21h Sirccl, S W 
Washingion, U ( '  20554 

( '  block 3 aiid Block 4 ('onliibuliir Hcvciiuc Information 

L.iiicr (301 ~ 302. 401402)  ~ Copy ihc kilci 4'W It) froin Liiic (101) iiito Liiics (701) aiid (401). Copy Llic 
Icgal iiainc cf l l ic  rcpoaing ciility froin Line (102)  into Lines (302) and 402) 

I.incs (303 -3 14,403 -420) contain detailed rcvcnuc data 

I Separating Kcvciiuc Crow Other Coiitrthulors lo lhc i-cdcral Uluvcisal Scrncc 
S U D D O ~ ~  Mcchluusm I l l lock 3) from End-User and Noii-Telccominunicalions 
Kcvenue (Ulock 4) Information (cnmer's camer vs end-user) 

lii llic 7 clccoinmuiiicalions Kepoilii ig Workshcct. filers musl rcpon rcvenuc from Iwo broad types of 
calcgorics ( I )  Kcbciiuc from other conlrtbulora l o  Ihc fcdcral universal scrvicc support meclimsms, and, 
( 2 )  Revenue from all other sources h r  the purposes o f  this workshcct rcvciiuc from other contributors 10 

Ihc Ccderal uiiiversiil scrvicc suppo~? incchanisins is p n i m l y  revenue from services provided by undcr lyng 
carricrs 10 other carncrs for rcsalc, rcierred to liere as "camer's carrier revenue'' or "revenue rrom resellers." 
Kcvcnue froin a l l  o~ l i c r  sourcc's consists primarily o f r c x n u e  provided to end users, referred lo here as "end 

uscr rcvcnuc " 

t o r  ihc purpose of coinple~i i ig block 1, a rcscllcr is a telccommunicalions camer or telecommuiucaLions 
scrvicc provider that I) incorporales purchased lclccommunications scrviccs inlo ils own offenngs, and, 2) 
can rcasoiiahly he cxpccled 10 conlnhulc io iedcral universal service suppofl mechanisms based on rcvcnues 
l ion i  lhosc oficriiigs 

Nole t o r  i l ic purposes of filltng out I I i is  workshccl -- and Cor calculating contributions lo the universal 
scrvicc suppofl mechanism -~ ceflan iclccoininuiiications camcrs a i d  service provldcrs may be exempt 
fioin contributioii LO l l i c  universal scrvicc support mcchanisins rhesc cxcinpl cnlibes, inc lud~ng 
"intcnialional only" aiid "iii(mstatc only" camcrs and camcrs lhat ineel the de ininrrnr\ universal service 
thrcshold, should in01 be treatcd as rcsellers Ibr the purpose of repoNng revenues in  Block 3. 7 hat is ,  fders 
t l ia l  arc underlying carncrs should rcpori rcvcnues derived from the provision of telecomnunicalions lo  
cxcnipi carriers and provldcrs (including servlccs provided to entities that arc de rnlnlrnls for universal 
service purposcs) iii Lines (4034 17) tn Block 4 of the Telccommunlcatlons Reporttng Worksheet, as 
appropriate. Underlying c a m e l s  inus1 conlributc IO the unwersal SCMCC support mechanism 011 the basis 
o f r l s  rcvenuc In block 5, L ine 5 I I ,  however, filers may eleel to report lhc amount o f  revenue from these 
cxempl eniilics, includmg de minrrnrt carners, Il ia1 was reporled as end-user rcvcnue, so that these revenues 
may be cxcludcd for purposcs of1'KS, LhPA, and NANPA.  

t ach  conlnbutor sliould have documcnlcd procedures to ensurc that i t  reports as revenues from rcsellers 
only revenues from entities that reasonably would be expected to contnbute to suppofl uruversal servlce. 
The procedures should includc hut not he lmulcd lo mainutning the followng inlotmalion on resellers: 
legal name, address. name of a contact person, and phone number of the contact petson. If the undcrlying 
coiimhutor docs not have independcnl rcason lo know that the enuty wll, m fact resell scrvlce and 
contribute lo rhc Ccderal universal service suppoll mcchanisms. then thc underlying camcr should either 
obtain a stgncd statcincnl to that effect or rcpolt those revenues as end user revenues. 

Inskuclions - -  Page 13 
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_. 04 - 0 5 , 2 0 0 1  1 3 : 4 1  - FAX -. 9525463855  ~- PERRY' PERRY & PERRY m o o 4  
R p r  04  0 1  01:+3p Sarah oiscaa 6124702023 P .  4 

Loid, inc. 
8120 Peiia Avenue South ~~ ~ 

Suik I59 
Ulwrmlytun, MN 55431 
Ami' h o n  Okmd 

Re: llniverssl Service Woksheem duc Scptembcr 1, 20OD 

Dear Mr Oisud 

Luclosed are rluec copies of rhe Uiiiverral Servicc Wor+Arccrr Thcac workfhccrs w ~ l l  br uacd by hc 
U n r v c i d  Seivicc A h i n i s u a & n  10 WICLII$Z the Ilnivcnal Servicc %scssmcnbl fur h c  pcriod ufJlnu3ry 
thwuxh Junc ZOO0 The L w  LUC due on Scplembcr 1. Pleuv 5ign all hrec  o l h e  worksheers in block 
120 OY ihe t o m  and mail one copy to rile followinS a d d r o w  

Form 499 Daril Colleciion Anent 
Arm' I nri Tcrracima 

Whippany. NJ 07981 
80 s u r t ~  J ~ L T ~ ~ s ~ ~  no2d 

Rcruin an0 copy m me at our Irmic ddrcss 

QAL. Inc. 
7700 Jrvine Center I h v e  
Suirc 605 

Am: Gloria HUSLZI 
irvtnc, C'A wtii  a 

The llud copy 15 for your rccordq 

Since wc YC cuUccting Ihc USk rcvmue, we will comme TO pay 
plfarrc call me a1 (943) 453-3113, alcnsion 408. or fax rnc at (949) 453-3321. Thmk you. 

S i n c ~ r d y ,  

U b i  bills. Ifyou llwe my qucscions. 
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March 26,2001 

BY OVERSIGHT DRLIYERY 

Lcnn Oirtid 
Lulcl. Inc 
4V4G bcvondiirc Cuclc 
Excclrmr, MN 55331 

Dear Mi. Ois~id 

4s you h o w ,  r c l e c ~ m i ~ n i c a h o ~ ~  C ~ I K I C I >  providing Jumcilic inicrbciilv inlcrcxchmpv scrvicch iuch  ab 

Lotcl, Inc ("l.olel") are required 10 conrribure. pursuur i o  Scciion 254 of [he C!ommunicillions Act (47 U.S.C. 4 
254) and implcmcnling i~c:.ulallonc. mIc< 2nd ordcrr xioprecl by rlie Federal Cormiitri~~car~ons Conmuss~o~l ( "FCCI ,  
10 rlic Univcrrnl Scrvicc Fund ( Y S F " )  buppori rncchmirm\ Such camrrr ~ T C  nliliptcd io rcpnrt hoth cnd-user 
dcrivcd rcvcnuc and rcvcnuc canicd from sales ro ofhei carriers ("carrier's carrier uevenuc"). 

1.1k 1.0tcl. Q.\I. Inc. C'QAI") IS iiuclcr an obltpkm IU providc brcd-uui rcvcniic dsul Cur cnd-uicr 
rcvcnuc and cilrricr'b [ai-iicr icvtnuc In O T ~ U  to propcrly caregorize leveuue derived froni Lotel 8s carricr's car~iei '  
revenuc, QAl rcquirch h a 1  an ol'liccr of h i c i  propcrly CXCCUIC rlic cnclmed I;iiivcrsai Connectivity Cliarfie 
Exernprjoii Ctnilicnimn ("Ccrlilicalion") ~ n d  T C L U I ~  11 10 Q A I ' .  q c n t  Irktcd x t h c  hottom of thc toim x< sonn 35 
possible 

11 IC inipomnr ihaf  Lorel proniprly exccure a n ~ I  rciurii ihc ieriiliciilion ior scvcral rriibmu Firbi, wilhuril 
Uic CcruIiiJlion. Q.41 will bc h c c d  tn include revenue derived fioni Lorel as i.nri--wc,r rcvcniic. Wlial rlus means 
l o r  Lorel I S  Ilia1 QAI  will be obliplcd iv bill L v ~ l  lot TJSF wrchargcr on all oll.nlol'r dorncsric intcrstatc and 
inlcrnaiiondl uagc Sccnnd. i l~c  Tc lccommu~~~cs i~o i i s  ReyorriilE Wocksheels (I.CC lorms 499-A nnd 499-0) 
rcquiic  11iil1 Loicl cxccuic buch :I doiiuncn1 (w.c P.,gc 15 o l t h c  htruct ioim IO FCC Forni 499-A) T h w  if1.ntcl 
docs not  providc fhis form tn QAT IC will be 111 v>dhtton o f  Its TCC filmg obilg.tlmns. 

i'1e:irc cxccuIc and r c l m  ihc cncloxd (:cnllicJhnn to QA1-q Jgcnl hy April 9, ZOO1 I f Q A l  dncc not 
ieceive die Cenilicaiion b )  ihal dulc. il will IUYC no c h o u  but ti, 1151 rcvcnuc dcnvcd limn I.alc1 a\ cnd-u*cr 
revenue on 11s FCC Form 409.A (due April I .  2001) ;ind b q i n  wscahing U S b  aurchargcs upon Lolcl's domcalii 
i n t c i w r e  and inrernsriond ieleconimiinic.11ioi~s usaae. As B fui'her uemindcr. please noit h i  Lolel mubl 
~ndcpcndcntly file 115 own upcoinin:, FCC Foim 499-A aiid a l l  suhseqiiear TclcFoirlniuriicilrroiir Rcporrinp 
W u r b h c c h  IhcrcdLIcr 

I[ you h.ivc sny quc5tiow. p lc~rc  direct thcni in w r i n i q  IO CF.0. QAI. Iiic.. 7700 Inmc  Ccnrcr Drivc. Sum 
605. In,ine. CA 02618 (Txslm,lr  (049) 453-?321) wllh LOP? IU C. Jcfiicy llbbcla. Esq , LAW Ofticc:, ol'Thomds 
K C r o w .  P C ,  2300 M Sncct. h' W , Swtc ROO. w s r l ~ q r o ~ i .  DC 20037 (Facsimile: (202) 173-2891). 

C'luistinc Coicon 
Chief I ' inaiicd Oliiccr 



(.uzronicr Addrear 

CUIIOI~C~ hcrchy rcqucm PI, cxempiion lrom pyrneni o l m y  char:', :~,ics,cd by QAI dur lo conhiburlon 1" lhc USF r c p r c  
cslublishud by Ihc Unrvcrsol SCWLCC Order irsucd by 1l:c Fcdcr i  Coniinunicsiions Coiiiinisslon ("FCC'?. Cusromcr is lcquircd 
iu runlrihutc. purbumt 10 Sccrion 254 of thc Conimun caiions Aci (47 U.S.C.c 254) and inipicnicnring rcgularions. rulcs and 
urdu,. IU Ihc univcrul ~ C T V I C C  suppod iiicchanism Curronicr rcprcscnir 2nd ccnltior a< follows. 

... 
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STEW/U(T R Puu(Y 
SlMW M. PERRY 
S W E C  PERRY 

PERRY, PERRY & PERRY 
ATTORNEYS At LAW 

SUrTE270, PARKDALE 1 
5401 GAMBLE DWVT 

MT"EAPOUS, MINNESOTA 55416 
TELEPHONE: (952) 546-3555 
FACSMLE: (952) 546-3855 

E-MAIL shawnpcny@enyptrqeny cam 

WRITER'S DIRECTDIAL NO. 
(952) 5463845 

L E W  ASSISTANT 
JeROME L. J A W  

April 6,2001 

VIA FACSIMILE AND MAIL 

Jefifrey W. Ogre- Esq. 
Bochetto & Lena, PC 
1524 Locust Street 
Philadelphia, PA 19102 

Re InmarkInc 
Protel Advantage, Inc. 
LoTel, Inc 

DearMr Ogren. 

We have conducted an investigation and consulted my Client's regulatory counsel regarding the USF 
issue that you and I have been discussing tlus week. 

On March 26,2001 Christine Cotton sent a letter to my Clients stating that they had to sign a Universal 
Connectivity Charge Exemption Certification attached to her letter. Regulatory counsel has advised 
that this is an attempt to improperly shift the obligation to submit FCC Forms 499s and 499A to the 
USAC and to pay the associated obligations fiom QAI to my Clients. (See, e.g., Instructions for FCC 
Form 499A.) Accordingly, my Clients have been advised by regulatow counsel to decline the 
invitation to sign the Certifications 

After consulting with USAC and regulatory counsel. it is clear that the USAC Stakernent of Account 
sent to LoTel' in care of QAI dated March 21,2001 is for obligations arising from the FCC Form 499s 
for the period January 1, 2000 to June 30,2000. The report was prepared for LoTel by QM. Since 
QAI passed through the anticipated cost of the USF obligation to the end-user customers and collected 
the proceeds from the customers for the year 2000, it is obhgared to pay the USF obligations billed in 
2001 Likewise, for any customers QAI conhues to bill, it is obligated to report and pay the USF 
obligation. 

' h m d  and Protel have not recewed similar letters from Ms. Cotton or mvoices from USAC 
-~ ~~ 



April 6,2001 
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QAI's responsibility to report and pay should be no surprise because QAl has previously 
acknowledEed its responsibility in a letter dated August 21,2000. In referring to its obligation to pay 
USF billings arising from the 499s filed in September 2000 QAI stated: "Since we [QW are 
collecting the USF revenue, we will continue to pay the USF bills.'' This admission together with other 
legal equtable principles makes it clear that QAl is responsible for the payment and reporting for the 
penods in whch it billed and/or collected revenue born the customers 

A s  stated in my April 4 and 5.2001 letters to you, on behalf of all of my Clients, we expect that QAI 
will do the followng. 

1. File FCC Form 499A for Jmuary 1, 2000 through the date QAI stopped collecting reveme 
from customers transferred to my Clients in mid-December 2000. 

File FCC Form 49913 (due on April 2, 2001) for any end-user customers billed under the 
Inmark, Protel and LoTel brands for customers that were not transferred to Northstar, continue 
to file future reports and make future payments for such cusromers. 

Pay all USAC invoices that are attributable to the FCC Forms 499s filed in September 2000 

Pay al l  USAC invoices that are attributable to the f h g  of FCC Forms 499A that were due on 
April 2,2001. 

File all reports and pay all obligations for the TRS, LNP and N A "  to the extent they are not 
covered by  items 1-4 above for the periods in which QAI was and is billing the customers. 

2 

3 

4 

5 

My Clients will file repons and pay the obligations from the time they began billing the customers. 

I will be on vacation next week. If there are any jssues that arise related to this letter when I am on 
vacation, you may contact Painck Crocker, Regulatory Counsel for my Clients at the following address 
and telephone number. 

Early Lennon Crocker & Bartosiewicz 
15 1 South Rose Street 
Suite 900 
Kalamazoo, MI 49007 
(616) 381-8844 

As requested In my letters of April 4 and 5 ,  2001, please confirm that QAI w d  mJke the f o r g o ~ g  
paments and regulatory filings 
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\ SMPima 
End. 
cc: Jeffiey Tibbets, Esq, (via facsimile 202-973-2891) 

Patrick Crocker, Esq. (wa facsimile 616-349-8525) 
Clients 

After t h s  letter WBS prepared, but before it was faxed we spoke and you faxed me the revenue 
data h s  afternoon. I want IO make it clear that our find position is set forth in this letter. 

PS. 



I 



I 


